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Factors Affecting the Price of Market Milk 
in San Francisco 


There is no simple, purely mechanical, means of determining the prices 
Which can be paid for market milk at any particular time. Within certain broad 
limits these prices can be determined by giving consideration to several fac- 
tors. The individual factors do not always have the same degree of importance 
so that it is necessary to consider these factors individually as well as col- 
lectively. The basic material on prices, furthermore, do not always reflect 
the same picture. It is thus important to give some consideration to what is 
included in or may modify the quoted prices. 


In general it may be said that the following factors affect the prices 
paid to producers of market milk shipped to San Francisco: 


iM PrEces paid for manufacturing milk. 
e. Cost of labor, feed, and transportation. 
5. Demand for market milk. 


Wach of these three factors may be further subdivided. 
l. Relation Between Market Milk and Manufacturing Milk Prices 


Milk Shed.-- In 1940 the milk shed of San Francisco ineluded Alemeda, 
Contre Costa, Marin, Monterey, Napa, San Francisco, Sen Joaquin, San Mateo, 
santa Clara, Santa Cruz, Solano, and Sonoma counties. About 47 per cent of San 
Francisco's total supply of miik came from Marin and Santa Clara counties (see 
table 12, Exhibit A). The milk shed has undergone some: modification since 1930 
but these counties still constitute the potential milk shed. 


Included in the San Francisco milk shed are several counties which pro- 
duce large quantities of manufactured dairy products. In fact less than one- 
third of all milk fat produced in the combined San Francisco and Fast Bay cities 
milk sheds in 1930 wes used as market milk (see table 11, Exhibit A). The 
balance was utilized in miscellaneous manufactured dairy products. This consti- 
tuted a vast potential supply of milk which can be diverted into market milk 
Channels if economic conditions are fevorable. 


It is apparent that prices paid to producers of market milk shipped to 
Sen Francisco are besically related to prices paid to producers in the milk 
shed for milk fat utilized in manufactured dairy products -- referred to as 
manufecturing milk. 


Manufacturing Milk Prices.-- The bulk of manufacturing milk produced in 
California is processed into butter -- other important manufactured dairy 
products are evaporated milk and cheese. All three of these products move in 
interstate and even in international trade. Prices of these products in the 
different markets of the United States are closely related and there is some 
relationship between domestic prices and prices in a world market like that of 
London. 





Prices paid to producers of manufacturing milk in California are thus 
determined by national and even world conditions of demand and supply. They 
are generally regarded as being extremely sensitive to changes in either demand 
or supply conditions. 


Manufacturing milk prices exhibit a distinct seasonal movement -- prices 
are high in the late fall and winter months when production is low and decline 
in the spring and early summer when production is at a high level. There is 
usually a wide seasonal fluctuation in production as manufacturing milk pro- 
ducers tend to allow their production to fluctuate with pasture and feed condi- 
tions. Manufacturing milk producers as a general rule purchase very little 
feed -- but rely chiefly upon pasture and,in some parts of the country, upon 
home-grown alfalfa and other hay. Prices paid for manufacturing milk are usually 
based on butter prices in the nearest wholesale market. 


During the years 1925 to 1929 wholesale prices of 92-score butter in San 
Francisco fluctuated seasonally between 40 and 54 cents a pound, the annual 
prices during these years averaging about 45.5 cents. During the same period 
prices paid to producers of manufacturing milk in Stanislaus County fluctuated 
seasonally between 52 and 70 cents per pound milk fat, the annual prices aver- 
aging around 56 cents. The higher level of prices for milk fat than for butter 
is due to (1) the fact that butter contains ong? 80 per cent of milk fat, and 
(2) the fact that the price for milk fat inelufed an allowance for skim milk. 

{ 

Between 1929 and 1934 prices of butter und manufacturing milk declined 
annually, wholesale prices of 92-score butter in Sen Francisco averaging only 
elel Cents per pound in 1933. Prices of manufacturing milk averaged only 27.4 
€ents per pound of milk fet. rices of butter and manufacturing milk have in- 
creased greatly from the low point of 16,6 cents in November 1933. The average 
wholesale price of butter (92-score) in San Francisco in 1934 was 25.1 cents ver 
pound. The monthly prices in 1935 have averaged consistently above those for 
the corresponding months of 1934. Prices paid to producers for manufacturing 
milk have shown a similar increase. (Table 1 and fig. 1.) 


Differential Between Market Milk and Manufacturing Milk Prices.-- Pro- 


ducers of market milk have to comply with sanitary regulations which entail some 
additional cost of production. They are also usually located further from their 
market than manufacturing milk producers and thus have to meet higher trans- 
portation costs. In addition they have to produce a more uniform supply of milk 
throughout the year, which entails heavier feeding expenses. Much of the feed 
has to be purchased. 


There are two generel methods of ascertaining these additional costs, 
(a) the cost of production method, and (b) the historical method. 


(a) Cost of production method. This method involves making a study for 
all or a representative group of dairymen of the additional cost of producing 
market milk. This method, however, is open to several grave difficulties. In 
the first place accountants are divided in opinion as to just what items should 
be included as costs. In the second nlace, the additional costs of production 
will be found to vary considerably from farm to farm depending upon such factors 
as the size of the farm, the original investment in farm and equipment, the 
efficiency of the individual farm operator, and the distance of individual farms 
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from a market such as Sen Francisco. A considerable range in the additional 
costs will be found to exist and the problem then arises as to just what costs 
to use -= high, low, or «average, or some other cost. In the third place, cost 
factors themselves fluctuate. habor rates, cost of equipment, and feed costs 
change considerably from time to time md are used in different proportions from 
time to time. For example, high wages of milkers may induce a dairy farmer to 
install a milking machine which enables hir to use less labor. Continuous cost 
studies would thus have to be made in order to keep such information up to date. 
This is a very costly undertaking. 


(b) The historical method. This involves studying the difference between 
market milk and manufacturing milk prices over a period of time and observing 
closely the tendency for movement of producers from the production of the one to 
the other type of milk. This method has the merit of being simple and not greatly 
subject tc bias. Date on prices paid for market milk and manufacturing milk are 
obtainable from various sources. Data on movement of producers can be obtained 
from health departments and from dealers. 


This method, however, must be used with a great deal of caution. Prices 
quoted for market milk are usually the prices for that proportion of each pro- 
ducer's supply that is bottied and distributed as market milk, The proportion 
Vertes greatly from time to time. Prior to 1929 producers in San Francisco 
carried very little surplus so that the prices received for market milk repre- 
sented very nearly the average price received by them for their milk. Since 
1930, however, a considerable surplus has developed. This has to be sold as 
manufacturing milk at lower prices. As a result, the average prices received by 
producers may be, end probably are, several cents below the basic or quoted 
prices. 


In most markets there was a distinct monopoly element in prices paid to 
peoducers Of market milk prior to 1950. In other words, various devices were 
used to meke it difficult for new producers to get into the market; health de- 
pertments were unwilling to issue new permits, distributors had agreements with 
producers! associations or individual producers. Under monopoly conditions 
prices are maintained at higher levels than if prices were determined on a 
competitive basis. These monopoly conditions continued into 1930 and 1931 and 
even to 1932, in both the Hast Bay cities and San Francisco. They broke down as 
a result of a growing surplus, due to the entrance of new producers, some in- 
crease in production on the part of old producers and a decline in the volume of 
consumption. There was undoubtediy a monopoly element present in prices in both 
these markets prior to 1930, But just how much is impossible to say. The 
monopoly element was somewhat higher for San Francisco than for the Hast Bay 
cities. In San Francisco prices were maintained several cents higher per pound 
Comudk fab up to 194l, (See fig, 4.) Exhibit A.) Since June, 1952, prices to 
producers shipping milk to the two markets have, excent for occasional distur- 
bances, been on about the same level. 


Because of a somewhat greater monopoly element in the San Francisco market 
milk prices prior to 1930, the trend of prices in the Oakland market (East Bay) 
gives e more representative picture of the competitive relationship between 
market milk and manufacturing milk prices. During the years 1925 to 1929 there 
was little movement of producers into or out of the Bast Bay milk market. The 
monopoly element was probably net very proncunced. 
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A Chard difficulty im an historical analysis of prices is the fact that 
prices of the cost factors, which compose the additional cost of producing 
market milk, themselves are subject to change. Feed costs are a more important 
element in producing market milk than for manufacturing milk. Transportation 
costs also are an important constituent of additional costs. Because market 
milk dairies are usually larger than dairies producing manufacturing milk, more 
hired labor has to be used. Changes in wages of hired labor thus need consider- 
ation. 


Bearing these limitations of the historical method in mind, it is found 
thut during the predepression period (1925 to 1929) the differential of market 
milk prices in Sen Francisco over those of manufacturing milk ranged from 28.6 
cents per pound of milk fat in 1929 to 35.5 cents in 1926. The average for the 
five years was about 31 cents. (Table 1, figures 1 and 2.) However, the 
differential for the East Bay cities ranged several cents lower, from 16.1 cents 
in 1925 (when there was 1 milk war in these cities) to 26.3 cents in 1928. 
(Table 2, figures 1 and 2.) The average for the four years 1926 to 1929 was 
about 24.3 cents. It is probable that there was some monopoly element even in 
the prices paid for market milk going to the Hast Bay cities so that a differ- 
ential of 22 or 23 cents may more accurately represent the competitive differ- 
ential in additional costs. These figures can be regarded as reflecting the 
competitive position in San Francisco as well, 


The differentials increased in both markets from 1930 to 1932, due to the 
fact that prices paid for market milk declined less rapidly then prices paid for 
manufacturing milk. Since 1933, however, the differential has declined in both 
markets. In 1934 the differential was 24.6 cents in Oakland and 21.6 cents in 
san Francisco. During the first six months of 1935 the differential in both 
markets averaged 21.7, which was below the average differential in Oakland dur- 
ing the predepression period, even allowing for some monopoly element. 


2. Cost of Feed, Labor, and Transportation 


Changes in Feed Costs.-- Feed costs constitute approximately 50 per cent 
of all costs of producing market milk. (Exhibit A, table 19,) Feed costs have 
fluctuated violently both seasonally and from year to year. A pound of market 
milk in San Francisco bought in excess of 82 pounds of feed during the years 
1925, 1926, 1930, and 1932; between 70, and 80 pounds during the years 1928, 1931, 
and 1933. Buying power of market milk,below 70 pounds of feed during the years 
1929 and 1934. During the first eight months of 1935 buying power averaged only 
71.5 pounds. Prices of feed usually increase during the fall and winter months, 
and buying power in terms of feed will probably decline somewhat during the 
balance of the current year. It is improbable that the average buying power in 
terms of feed for the year 1935 will not exceed 73 pounds. (Table 5) end fie. 3.) 


Buying power of market milk in terms of feed during 1935 will thus be 
somewhat unfavorable. This would justify a somewhat higher price for market 
milk than if the ratio of feed prices to market milk prices were more favorable. 


Transportation Charges.-- Transportation charges on market milk to San 
Francisco were reduced approximately 20 per cent as from January 1, 1934 (table 5), 
whereas transportation charges for manufacturing milk have remained practically 
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TABLE 1 


Prices of Market Milk at San Francisco, Manufacturing Milk at 
Country Point (Gustine and Los Banos) and Wholesale Prices of 
Butter at San Francisco 
(January, 1925 ~ August, 1935) 










Differential between 
Market milk Manufacturing 92 score butter market milk and manu- 
price at San| milk at at facturing milk 


Francisco country point | San Francisco | Monthl Cuarterl 


| cents per pound 
cents per pound | of mikk fait 


Year and 
month 



















1925 



































January Wie 55-4 
February 4265 36,0 
March a2. o S0iee Sac) 
‘on gait S950 BSIA0) 
May See) 58.8 
June 44.0 34,4 St. 
July 48.3 Olek 
August 50.0 28.0 
September SU FAS NZ 28.4 
October 94.0 ZOwO 
November Sle) Bye al 
December 48,7 eo heO 24.1 
Average 46.6 31.4 
1926 
January 43.8 Bono 
February 45,8 54.1 
March 42,8 | 56.8 Gres. 
April 40.8 40,0 
| May 40.1 Ge) Es) | 
June OAS) SEIS) 39.8 
July AO) 58,4 
August AO A6 6456 
September 44,3 Sone io (5) 
| October 44.5 OVS) 
November ADS .2 Sige 
December AOU Beet Olgas 
Average 43.2 B95) 
S27 
January ASS) 28.4 
February 47.7 PAS 
March 45.4 296 Zig I 
April 42.4 SZ ao 
May aes GOVG.8 
June Ale8 ome B5n0 
July ai .6 35.4 
August 44.1 SONS) 
September 46.7 29.4 51.4 
October 48.4 28.7 
November 48.9 28.6 
December Aiea Cuint 29.0 
Average 45.35. 30.6 





Table 1 continued on next page. 
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Table 1 continued, 







Market milk Manufacturing | 92 score butter | Differential between 
price at San | milk at at market milk and manu- 
Francisco country point | San Francisco facturing milk 


Monthly Quarterly 


cents per pound of milk fat cents per pound cents per pound 
: of milk fat 





1928 
January a0) 60.0 46.4 258 
February 89.0 O87 4502 50.5 
Moreh 89.0 57.0 4304 0260 
April 89.0 054 Oe) 58) 5566 
May 89.0 55 el 41.7 5549 
June 89.0 5664 48.0 5506 
July 89.0 OOmio 4566 | oOe 
August 89.0 6069 47.6 CB gk 
September 89.0 64.2 5068 24. 98 
October 89.0 64.8 19009 2402 
November 8920 6502 49.2 258 
December 89.0 64,0 49.7 2020 
Average 8902 Soleil 46e1 2960 
Ug es) 
January | 89.0 59.8 45.9 2 
February 89.0 lef 47.5 27 
March 89 20 5900 44.6 50 
April 89 00 D7 4 431 ol 
May 89.0 59638 45.0 ENS) 
June 89.0 59.6 44.8 29 
July 89.0 60.0 45.0 29 
August 89,0 60.9 46.1 28el 
September 89.0 65.6 48.7 2004 
October 89.0 6505 48.3 2007 
November 89.0 65.0 48.0 aS) \0) 
December 89.0. of.0 aie? S20 
Average 89.0 60.4 45.7 28.6 
1930 
January 89.0 51.4 5669 576 
February 89.0 52eT 3766 5605 
| March 6220 5069 ST af 58.0 
Pgoweal 89.0 Sess) 58.8 OT ee 
May 89.0 49.8 5667 3902 
June 89.0 47.0 34.0 42.0 
July 89.0 4740 3509 426 
August 89.0 50.0 ONO 3920 
September 89.0 5220 390 57 0 
October 89.0 49.6 Otel 09 4 
November 89.40 4603 58 el 4207 
December 89.0 4467 Ore 44.3 
Average - 89.0 49 94 3666 39 
Ugo 
January 89.0 5760 2602 Slel 
February 67.0 58 8 28.45 2802 
March 67.0 58 e& 28.02 28 66 
Moondat dh 67.0 3205 2465 3467 
May S100) 3204 20.60 546 
June 67.0 50.0 20 00 3660 





Table 1 continued on next page, 
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Table 1 continued. Wes 


Differential between 
market milk and manu- 


hachueine mau is 
Monthl | Guarterly 


cents per pound 
of milk tat 






























Manufacturing [ 92 score butter i 
milk at at 
country point San Francisco 












Market milk 
price at San 
Francisco 


Year and 
month 









cents per pound of milk fat | bra per pound 





















1931 
July 67.0 51.0) | 26.2 36.0 
hugust Gis O 34.6 ASRS) Gaia4 
September Se Soiag SOR5 Sed 535.2 
October 60.0 Supe) SA) Powe 
November 60.0 5940 $2)50 FAW) 
December 60.0 S65 22. 20a t pe) 
Average Ged 35.4 ZG) ol. 7 
1932 | 
January 60 0 30.9 24.4 See 
February 63.0 | 30.5 | 24.0 5255 
March 63.0 | 29.4 22.9 33.6 Io eee 
April 63.0 2D sD 2020 ST SD 
May 66.0 Bo) 19.5 358.0 
June 6520 23,4 ET.9 59.6 Jie 
July 63.0 24.4 18.9 38.6 | 
August 63.0 26.2 20. Tf. 565.8 
september 63.0 20a ren) S627 357.4 
October 63.0 er.4 Ee) 5526 
November 63.0 Olee abe T oles 
December S110) 52.4 26.69 SOnS Sere 
Average 63.0 PHENO) | e280 56.0 
IGS | 
January 65.0 Zoe 20). 
February 63.0 24.5 18.8 
March DOO 24.8 1903 
april Sth) 26.1 20.6 
May ol.0 29.4 | Cee 
June OO (ENS) 3) LOO 
July Suu) Biles 24.0 
August 51.0 2089 sl.4 
September SLO 30.1 20.6 
October 55.0 | 20.7 22,2 
November 61.0 | 25.1 16.6 
Deceinber ol BO) Siew Ziel 
Average Sate el wee alah 
1934 
January ZAG) USA} 
50K Zoe8 
ZS). 
CAM 
Bilao 
| 31-0 





Table 1 continued on next page. 
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table 1 continued Si 








Differential between 
market milk and manu- 
J facturing milk 

Monthly Quarterly 


cents per pound 
On mudi Faw, 











92 score butter 
at 
Sen Francisco 






Market milk 
price at San 
Francisco 







Manufacturing 
milk at 
country point 





















ound of milk fat cents per pound 






1934 







July aga Ae 
August 26.0 
September fail oul 
October 29.0 
November Set 
December 505.9 
Average Zed 
















1935 
January yen 
February 34.7 
March 60a 
April ASN) 
ZhS0 
26. 1 
Boys) 
The S 


| 
| 
| 


Sources of data: 


Market milk prices; U. S.i Dept. Aer. Bur. Agr. con. Monthiy market 
mek reports, January, L9c5 to August, 1955. 


Manufacturing milk prices: From the Golden State Company, Ltd. 
Butter prices: Federal-State Market News Service for San Francisco. 


Differential: Market milk prices less manufacturing milk prices. 
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TABLE: 2 nue 


Prices of Market Milk at Oaklend, Manufacturing Milk at 
Country Point (Gustine and Los Banos) and ijiholesale Prices 
of Butter at San Francisco 
(January 1925 = Angust 1935) 


Year and Market milk Menufactur ing 92 score butter | Differential between 

month price at milk at at marlset milk and manu-~ 
Oakland ecoumtry point San Francisco facturing milk 

[Wonthly [quarter Ty | 











i 2 4 8 
ie cents per pound of milk fat cents per pound cents per pound 
rere mo i oe a of itiik fae 
1925 Co se 
January Tet 56.6 45.67 Zac il 
February 1168 96.0 42.35 ZO) |S) 
March 7445 055 4265 18.5 2004 
April 78.8 5500 5909 258 
May 7462 5502 3969 21.0 
June 14.66 Dlel 44,9 16.7 Baia 
July 73.0 60.9 48.35 12.6 
August 74,8 64.0 50.0 10.8 
September 76.4 6508 Salve 7 Os 11.5 
October 78 4 69,0 54.0 9.4 
November 80.4 SO S/ets) 04.6 10.6 
December 80.0 65.0 48.7 1540 TATA 
Average 7646 60.6 46.6 NOt 
1926 
January 80.9 58.5 45.8 24 
February 81.0 5769 45.8 2501 
March W202 550d AZ 94 2661 2509 
) April 18.8 5200 40.4 2648 
Macy 79.0 Bal 40.1 26.9 
June 79.4 D2 6d 40.5 Aas S) 2669 
July 7800 5566 40.7 24:67 
August 80.4 57 44 43.6 2500 
September (968 0862 4£4.,8 Zk gil Ze eo 
October 78.4 5860 4,5 19.9 
November 78.4 60.6 A, 17.8 
December (a2 65.6 506 17.8 
Average 79.4 06.0 aS) 
LO27 
January 81.0 65.6 17.4 
February 8520 6508 Mee 
March 83.0 6264 20.6 Wo ga 
April 83.0 Some 2508 
May 83.0 DS 24.8 
June 84.0 08.8 2562 24.6 
July 84,0 08.6 20 4 
August 84.0 60.7 L000 
September 84.0 62.6 21.4 2004 
October 86.0 6545 Zeel 
November 86.0 65.4 BANG 


Table 2 continued on next page 
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Table 2 continued. Ala 


| Re RARE: tee 


Market milk Manufacturing | 92 score butter | Differential between 

















price at milk at at market milk and manu- 
Galcland country point | San Francisco Lo facturing mak 
Monthly Quarterly _ 


= Z 


cents per pound of milk fat cents per pound 


mse oe. anemones 


‘of ALLE fat 






LSTA 






























































December 48,5 2551 23.0 
Average 458 Bowe 
1g2 
January 46.4 26.0 
February 45.2 27.48 
March 43.4 29.0 21 4 
April 53969 5266 
Mey yg 5009 
June 43.0 29.6 51.0 
July 456 alan 
August 47,6 20el 
September 50635 21.8 24.67 
October 50.9 Elina 
November 49.2 2268 
December aoe a par) 220 
Average 46.1 2605 
ISAS, 
January 40.9 2002 
February 47.0 2465 
March 44.6 27.0 2548 
Morgandl 451 28.6 
May 45.0 2607 
June 44.48 2607 27 ed 
July 45 0 260 
August 461 Zowl 
September 48.7 2204 24.45 
Oetober 48.3 rapa § 
November 48.0 £020 
December 41.7 23) 50) 24:49 
Average 45.7 Zoi 
1930 
January 51.4 56.0 54.6 
February Oia S766 5565 
March 50.0 OTeT 56.5 5448 
April 51,8 58.8 5462 
May 49.8 S607 5268 
June 47.0 54.0 S5el 55—9 
July AT gO 5509 oT el 
August 5060 57 62 3461 
September 5200 590 Seed 5405 
October 49.6 Sled | 10.9 
November 46.3 58.1 MZ 
December 44.7 Sdel DZS SG 
Average 49 ot 56.6 28.6 





Table 2 continued on next page. 
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Table 2 continued, 2 


























Market milk Menufacturing 92 score butter | Differential between 
price at milk at at market milk and manu- 
Oakland country point San Francisco facturing milk 
HEV RAN OEE AI NO LD ome i Grerecra: 
L 2 3 4 
conts per pound of milk fat cents per _per pound | "cents per pound 
of milk fat 
1981 | 
January 67.0 S746 26.62 
February 74.0 38.8 280 
March 74.0 58.4 8) 52 3395 
TWonigalalh 74.0 O2e0 2495 
Mevy 74.0 3204 2000 
June 74:40 50.5 29.0 4269 
July 7240 51.0 Z Oe 
August 70.0 54.6 2g) 6 | 
September TOO 35 69 505 56.8 
October 70.0 37 68 ess) 
| November 700 39.0 5200 
December 70.20 5665 GT YA) 
Average T1568 550% Gore 
Januery 7000 5009 2464 
Fobruary 70.0 5065 24.0 
March 700 2 De 2209 orl oM| 
Aya 700 20 0 20.0 
| May 6420 20 00 19.5 
June 65.0 C004 NS) #120 
July 65.0 24 94 18.9 
August 65.0 2602 200? 
September 65.0 2600 21.0 576d 
October 63.0 27 ot Ze) 
November 65 20 Slee PASO 
December 65.0 320% ZOwe evarws 
Average — 55 94 210 2200 
1938 
January 63.0 2506 20-1 
Pebruary 63.0 2469 18.8 
March 65.0 248 AS) 68.1 
April 57 0 Zoe 2066 
May 51.0 2964 2209 
June o1.0 Bea 8 BO) 2457 
July 51.0 31,9 240 
August 51,0 29 9 a1.4 
September DCO S06 2066 2059 
October DILAO 3067 Bao 
November 5666 Zool 16.6 
December 58.0 Seen Cel Zoe 
Average 05659 ole eden lk 280i 





Table 2 continued on next page. 
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Table 2 continued. LS, 


92 score butter | Differential between 



























Year and Market milk Manufacturing 
month price at milk at at market milk and manu- 
Oakland country point | San Francisco facturing milk 
Monthly Quarter1 
: cents per pound cents per pound 


of milk fat 




















1934 

January 18.8 | 28 67 

February 2908 20.7 
March 20 94 28 el 25 8 

April Clige | 500d 

Mey Zlel 50 04 
June 2290 250 28 6 

July 2501 24 4 

August 2690 21.0 
September 21% 2548 | 2oamt 

October 290 2460 

November Oia! 20.8 
Decenber 5069 20.6 2569 

Lverage Zoi 24.6 

1935 

| January 3260 19.0 

February o4el 16.8 
506d Zee 19,0 

28.0 2000 

Zt oO 24.5 
Bole) t 25 of 244 

20 9 266 

August 27 96 249 


| ALR | Se AE 


Sources of datas: 


Gols) @:  U. Sy Dept. Ser. Bure ter. Econ. Monthly markey milk reports, 
January, 1925 to August, 1935. 


Col. 2: From the Golden State Company, Ltd. 
Col. 3: FederaleState Market News Service for San Francisco. 
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TABLE 3 To: 


Number of Pounds of Dairy Feed Purchasable with One Pound of Milk Fat 
January, 1926-August, 1935 

























Buying price No. lbs. feed pur- 















Year and of market Wholesale price of dairy feed Chasable with one 
month milk et at San Francisco | lb. milk fat (on 
San Francisco ia wholesale basis) 
es 2 3 
cents per pound dollars Cents per 


Of milk fat 


ae 


per. ton 

















1926 
January 92 AOA US) eke 
February 32 25.10 nue Bus 
March Sz) eA oae Sy) 1.14 
April G2 22.48 Wye 
May 92 rey enro)) WARS 
June 92 . 21,48 LieOW 
July 92 Bese ISO 
August 92 ZO gnli2 HeOr 
September 92 19/381: 0.99 
October a. 20656 AOS 
November 92 20682 1,04 
December 92 Biligeo 1.06 
Average 2 2Le69 1.08 

IUSFeM 
January 92 Zlte eG IWC) 
February 92 ches OG 
March o2 ZieES 1.06 
April 92 20-42 heOe 
May: vie ZO ATES eS 
June 92 20,59 eO2 
July 92 Cie Oo LOS 
August 92 Clg Di 1.08 
September G2 Zeehe Lela 
October 2 25,08 Wie 
November Sz 24,28 Wea 
December a2 rape e) ts Wels) 
Average Ge Alig da 1 hO 

1928 
January 92 AS Mus) TEAS) 
February 89 26.00 AO 
March 89 FAS) ie 29 
April 89 PAS aNS) DUES) 
May 89 Zoe oo We SO 
June 89 ZoeOO nes) 
July 89 29244 eu 
August 89 22698 AES) 
September 89 (aKaAS)S) Leis 
October 89 22.45 gle 
November 89 24.11 Peak 
December 89 26,60 1.353 
Lees 


Average 89 , epi Oe 


Table 3 continued on next page. 
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ounce nema ot 












Tapikewovconey Lmued. 


Year and 
month 


1929 
Janu2ry 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Average 





January 
February 
March 
April 
May 
June 
July 
August 
September 
October 
November 
December 
Average 


Stone 
January 
February 
Merch 
April 
May 
June 
July 
August 
September 
October 
November 
December 

Average 





UES eye 
January 
Februar 





Buying price 


of market 
milk at 


san Francisco 


cents per pound 
of mrelk fat 





Wholesale price of dairy feed 
at San Francisco 


2 


dollars 


Pemvom 


27.80 
28,56 
29698 
o1.81 
51,54 
50.33 
26,60 
25.245 
25-80 
25299 
24.69 
25.20 
27.51 


Baie Ok 
29209 
24.45 
25.47 
£2,47 
19.94 
Lede 
Reo 2, 
18.89 
NG) ae 
18.1% 
20.06 
21.08 


20/17 
19.02 
17.90 
19.06 
18,91 
17.18 
15,87 
15.38 
15.15 
16.06 
17.69 
17.58 
17.50 


LV tk 
19,14 


Nie 


TT UN New bbs. feed pur- 
Chasable with one 
Ibs milk fat fon 
wholesale basis) 


SBME aa Nae ST NN 
cents per 
pound pounds 
eee 64.0 
1.43 6aae 
eo0 Doo 
1.09 56.0 
YASS) 96.5 
Wee D866 
1253 6689 
Ivey TGi5 
Ea, | 74.8 
Heo | 74.2 
1.235 72.4 
eae 70.6 
Meson 6ae0 
Weve 70.1 
1S {Giee 
gee 73.0 
Bye yy Ret 
Iie Ted 
1.00 89.0 
Ogi) Ness) 
O29 OCT 
0.94 94.7 
Oeo a She 
Get Mikes 
1,00 89.0 
OD 84.8 
Ow Beit 
0,95 (Ors 
0.90 74.4 
Oes's (LORS 
O239 1065 
0.86 iis) 
One 84.8 
On77 87,0 
Onno 88.2 
0.80 NaieO 
0.88 68.2 
0.88 68aZ 
0.88 WO 
0.89 70,8 
0.56 65.6 


Table 3 continued on next page. 
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Table 3 eontinyed, 


Buying price 
Year and of market Wholesale price of dairy feed 
month milk at at San Francisco 
San Francisco 


Np, ibs, feed pur- 
chasable with one 
1b. milk fat (on 
















dollars 
per ton 


cents per pound 
Of uml fat 




















































moe 
March eds 
April NOES, 
May L460: 
June 14,67 
July Zeer 
August WAG IN) 
September i216 
| October 13.89 
November 14.63 
December LS6R 


Average Loee4 














1635 
















































January Sa) IN 
February 14,05 
March 13.74 
April LOG eS) 
May IU Sys) 
June 13.60 
July 14.29 
August 14,78 
September MGC ies) 
October Lay 
November sy5 S10) 
December 16.41 
Average 14,36 















1934 










































| January 16.46 
February ISA ele) 
March owe 
April 14.87 
May 14.74 
June Leo 
July NS. 86 
August S/S) 
September Lovet 
October SSS 
November 20.60 
December ZO Se 


Average 








WIS) 
January 
February 
March 


Table 3 continued on next page, 
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Table 3 continued. 










ae 











| Buying price No, lbs. feed pur- 






Year and of market Wholesale price of dairy feed chasable with one 
month milk at at San Francisco lb. milk fat (on 





San Francisco 






wholesale basis. 


cents per pound 


















Of milk fat. per ton pound 
62 19,347 0.97 
62 18.47 O22 
62 15.34 On? 
62 14.63 O73 
August 62 15.34 Ont 


Sources of data: 


Comal Uns. Dept. Aer. Bur. Ber. Beons) Monthly fluid milk report 
for the United States. (Note: Prices in reports are for 100 pounds of milk 
containing 35 per cent milk fat. These have been converted in above table 
to a price per pound milk fat by dividing prices quoted by 3.5. When two 
or more prices are ouoted, the highest price is shown.) 


Cols. 2 and 3: From data on wholesale prices of feed in San Francisco 
compiled by the Agricultural Extension Division of the University of Cali- 
fornia. In computing the composite feed prices the following weights were 
used Mitelta, 45: Craexed icorn, 1s ground barley, 4; rolled oats, 1; 
cottonseed meal, 2; bran, 3; sugar-beet pulp, 2; linseed meal, 2. 
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TABLE 5 


Transportation Charges on Market Milk, San Francisco 














Rates to be 
tentatively in 
effect from 










































Transportation 
rates per can 














to East Bay Jan 1, 1934 
Local metropolitan under 
county area before foregoing 


reduction conditions 





Salinas (Gilroy pick-up) 
Gilroy 

Coyote to San Jose 

San Jose and north 
Agnew 

Palo Alto 

Milpitas 





Sunol]. 
Irvington 
Newark 
Niles 
Decoto 
Centerville 
Alvarado 
Mt. Eden 
Hayward 

San Lorenzo 
San Leandro 


Woodland 
Dixon 
Elmira 





Ste Helena (Oakville pick-up) 
Oakville 
Yountville 
Napa 
Sonoma 
Vallejo 
Pinole 

San Pablo 
Richmond 





Patterson 
Modesto 
Salada 
Ripon 
Manteca 
lathrop 
Vernalis 
Banta 
Tracy 


Table 5 continued on next page. 
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Table 5 continuede 


local 
| country 
area 


Pleasanton 


Transportation 
rebes per can 
to Exst Bay 
metropolitan 
Oiciea enone 
reduction 


Stockton (Roberts-Union Island area) 
Holt 
Oakley 
Knightsen 
Brentwood 
Byron 
Bethany 


Walnut Creek 


Rates to be 
tentatively in 
effect from 
Jan 1, 1934 
under 
foregoing 
conditions 





yey 


* A basic reduction of 3¢ per can was made effective for these points. 


Source of datas: 


From Golden State Company, Ltd. 


Nt 


yea 





(eae 


stationary for the past decade. The transportation charges from the base point 
(Los Banos and Gustine) in 1929 was about 35 cents per 10-gallon can or about 

11 cents per pound of milk fat (3.7 per cent test). A 20 per cent reduction in 
transportation rates would amount to about 2.2 cents per pound of milk fat, which 
for comparative purposes would reduce the predepression average differential for 
market milk shipped to Oakland to 22.1 cents (24.3 - 2.2) per pound of milk fat. 


Labor Costs.-- Labor costs constitute about 20 per cent of all costs of 
producing market milk (Exhibit A, table 19). During the years 1927 to 1930 it 
toek about 90 pounds of milk fat a month to pay the average monthly wage of a 
milker. By 1932 wages had declined more rapidly than prices of market milk so 
that only 63 pounds of milk fat were required. The average wage of milkers in- 
creased about $20 or 50 per cent from 1932 to 1933 (second half), whereas there 
was no increase in milk fat prices. If milkers' wages remain unchanged during 
the balance of the current year, approximately 97 pounds of milk fat will be re- 
quired to pay the average wage of a milker, a ratio relatively less favorable 
than that prevailing during the years 1927 to 1930. (Table 4 and fig. 4.) 


The unfavorable ratio of milk fat to wages would justify a somewhat higher 
differential than that prevailing during the predepression period. 


Conclusion.-- The average annual differential between market milk and 
manufacturing milk prices (for Oakland) during the predepression period was 24.3 
cents per pound of milk fat. Allowing for some element of monopoly in these 
prices a price of 23 cents would seem to more accurately reflect the competitive 
differential. The reduction of 20 per cent in transportation costs would indi- 
cate a justifiable reduction in the differential of about 2 cents per pound of 
milk fat or to 21 cents. However, the buying of market milk in terms of both 
feed and milkers' wages is unfavorable. This would justify a somewhat higher 
differential. Moreover, the 62 cents per pound of milk fat paid to producers 
during 1935 represents the base buying price. After deductions for market 
stabilization (loss on disposal of surplus) the prices actually received by pro- 
ducers (f.0.b. San Francisco) may be several cents less than the base price. 
This also would justify a somewhat higher differential. The historical method 
would indicate that a differential between market milk prices in San Francisco 
and manufacturing milking prices in the milk shed of around 23 to 24 cents (per- 
haps somewhat higher) would be warranted. 


During the first eight months of 1935 the prices of manufacturing milk 
averaged about 39 cents per pound of milk fat. Adding 23 cents to this figure 
would indicate a price in San Francisco of 62 cents per pound of milk fat. This 
figure, however, would appear to be conservative. 


It is necessary to again stress the fact that it is impossible to deter- 
mine exactly what prices should be paid to producers for market milk at any 
particular time. At best, such prices can only be determined approximately, 
because the influence of many of the factors constituting the additional costs 
of production themselves can only be approximated. Established prices should 
thus be subject to change when. conditions justify. Danger signals are a tendency 
for producers to change from market milk production to manufacturing milk, or 
vice versa. Such movements, together with a constant consideration of the trend 
in manufacturing milk prices and the buying power of market milk in terms of feed 
and labor, should serve as a guide to changes in prices to producers. 


ah ad h 
re a 

5 ae * Ae at 
‘he 
aes idl We i 

Hh “bal bah 


ays rat ; 


a “sail ett i 
out tal ht counted 


‘fonhdes od aunt 
igen, | Biba 





256 


TABLE 4 


Wages of Milkers and Pounds Milk Fat Required to Pay Wages* 


Monthly wages of milkers Price per No. of pounds of 
pound of milk fat required 
milk fat to pay 

vii | average wage 
Low High Average Cents per 
dollars | dollars /; dollars __ pound 
1925 80 100 
1926 80 100 
ISI 75 95 
1928 © 75 90 


1929 75 90 


1930 70 90 


1931 50 80 


1932 45 


1933 45 


1954 60 


1935 


Bars: half 


Second half 





* Plus board and accomodation. 


Source of data: Supplied by Murray and Ready, employment agents, San Francisco. 


a a ( ; 
iia 


‘ Beene 
B36 mh 
TSS. RR SR pian 
p He " 
| ae OWE sik: 


i 
anion 





FIGURE 4 
Number of Pounds Milk Fat Required to Pay Monthly Milker's Wage 


Nos. On) Tbs. 
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It would seem desirable that producers' prices be determined as often 
as every three months. If this is done any important changes in fundamental 
conditions influencing producers' prices can be given effect more rapidly than 
if prices are determined less frequently. This does not mean that prices would 
be changed every three months. A change in producers' price would not be 
necessary unless there had been a marked change in the basic factors affecting 
the situation. 


5. Demand for Market Milk 


Consideration up to this point has been given only to price factors 
influencing the supply of market milk. To complete the picture consideration 
must also be given to factors influencing the demand for market milk. Pro- 
ducers of market milk are not only interested in the price they obtain but also 
in the volume of milk they can dispose of. A high level of consumption is of 
extreme importance from the producers' viewpoint. 


The peak of total consumption of milk in San Francisco was reached in 
1927. Since that year consumption has tended to decline consistently, the de- 
cline being most marked since 1929. Meanwhile, however, population has in- 
creased. As a result, the decline in per-capita consumption has been greater 
than for total consumption. In 1927 per-capita consumption amounted to .600 
panvs daily. In 1935 it was only .479 pints or a decline from 1927 of 20.5 per 
cent. (Table 6.) 


The decline in per-capita consumption since 1927 and especially since 
1929 has been due largely to decreased buying power. The progressive decline 
in birth rates during the past decade has also been an important contributing 
factor, because children consume more milk than adults. The decline in per- 
capita consumption was probably also due to the fact that retail prices for 
market milk were slow to decline after the beginning of the depression and that 
the percentage decline, except for a short period, was not very greet. Retail 
prices in San Francisco remained at 14.0 cents a quart (wagon delivery) until 
the end of 1930. They averaged 13.0 cents during the first seven months of 1931 
and 10 cents during the last five months of that year. Since the beginning of 
1932 retail prices (except for eight months during 1933 when they were 11 cents) 
have been maintained at le cents per quart. The retail price of 12 cents pre- 
vailing during the years 1934 and 1935 represents only a 14.3 per cent decline 
from the 1925 to 1929 levels. The prices paid to producers for market milk, on 
the other hand, were 32 to 38 per cent lower during the years 1934 and 1935 
than during the predepression period. (Table 7.) 


Retail prices are a combination of (1) the prices paid to producers, and 
(2) the margin per unit taken by distributors to cover unit operating costs 
including return on investment. During the years 1925 to 1927 the distribu- 
tors’ margin in San Francisco for wagon delivery amounted to 6.09 cents per 
quart. During the next three years it averaged 6.35 cents. During the first 
seven months of 1931 it averaged over 7 cents, but was only 4.84 cents during 
the last five months of that year. The margin for 1932 averaged 6.58 cents, 
tom 19S "6.59 cents, and for part of 1954 about 7\.70' Gents. Since October, 1934, 
the distributors' margin on wagon delivery has been 6.67 cents, which is about 
.o2 of a cent higher than in the years 1928 to 1929. In contrast, distribu- 
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26. 
TABLE 6 


Per-Capita Consumption of Market Milk in San Francisco County 


1925-1934 


Milk consumption 


Population | Total Pints per capita 
dail 


2 
thousands of gallons 


(i.e., 000 omitted) 


570,536 15,392 
583,308 15,762 
596,080 16,325 
608,852 15,791 
621,623 ? 16,077 
634,394 15,051 
645,411 15,712 
656,428 15,528 
667,445 14,864 


678,462 14,832 





Sources of data: 


Coks at: 2950: U.S. Dept. Com. Bur. of the Census. Fifteenth 
census of the United States. 1930. 
1925-1929: were interpolated from the 1920 and 1930 Censuses. 
1951-1934: calculated, assuming the same absolute annual 
increase as between 1929 and 1930, less 20 per cent. 


Cole. California Stave Dept. Agr. Bur, of Dairy Control. Statistic— 
al reports of California. Dairy products, annual issues. 
LIS 1954 


Cols O:)) Col, 2 divaded by col. ‘i: 





TABLE 7 eT. 


Buying Prices, Retail Prices, and Distributors' Margins 
on Quart Bottles of Pasteurized Milk Sold on Retail 
Routes in San Francisco 




















Buying price |Buying price per | Average retail | Distributors' margins 
Year per pound of quart of milk price per quart per quart 
milk fat 4% milk fat 
cents 
L9z5 Teo) 14.0 
1926 UGS 14.0 
Loe Tou 14.0 
1928 RES 14.0 
1929 7.65 14.0 
1930 TASS 14.0 
19351 
Jenuary tad USS 
February De 16 NSO 
March eo 13.0 
April Sie Wes) 
May SONS 13,0 
June 56 13.0 
July OG 135.0 
August Deno 10.0 
September d676 10.0 
October SE nis) 10.0 
November 5-16 10.0 
December Oe LS LOEO 
Average Sot LEST 9 
1932 
January D242 12.0 
February D242 L220 
March 5.42 2510) 
April 5.42 L220 
May 5.42 2.0 
June 5.42 ZA) 
July 9242 MO) 
August 0°42 Wes) 
| September 9.42 MeO 
October 5.42 Wes) 
November D242 W560) 
December 5.42 LO 
Average 5.42 12,0 
LgS6 
January 9642 12.0 
February: 5042 ee 
March 4.56 Mie 
April 4.39 12.60 
May 4.39 INE) 
June 4639 11.0 





Table 8 continued on next page. 
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Table 7 


continued. 


Buying price per 
quart of milk 


Buying price 
per pound of 


September 


October 
| November 
| December 
Average 


1954 
January 
February 
March 
April 
May 
June 
} July 
August 
Septembe 
October 
| November 
December 

Average 


1935 
January 
- February 
March 


'Sources 


the 


toting Se per cent milk fat. 
price per pound milk fat by dividing prices quoted by 3.5. 


r 


of data: 


Col, Me Us So Dept. Agr. Bur, Agr. Hoon. 
United States. (Note: 


prices are quoted, the highest price is shown.) 


Vol. 2s 


Average retail 
prace per (Guerit 


FAS) 


Distributors' margins 
per quart 





Monthly fluid milk reports for 


Prices in reports are for 100 pounds of milk con- 
These have been converted in above table to a 


Where two or more 


Fraces in col. 2 multiplied by 0.086, the amount of milk fat in 


pounds in a quart bottle of milk testing 4 per cent milk fat. 


milk market report for the United States. 


Wel. Ss Ue S. Dept. Agr, Bur, Agr. Econ, 


Cols 43) Gok. S minus col. 2) 


(mimeo, reports) 


Market News Service. Fluid 
Washington, D. C. 
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tors' margins (wagon delivery) in the Bast Bay cities were reduced from 6.61 
cents during the years 1928 and 1929 to 5.67 during the period from October, 
19S4 to date. (Table %.) 


The above statement does not infer that, because distributors' margins 
in San Francisco have been increased, distributors have been making increased 
profits. This may or may not have been the case. Processing and distributing 
costs are inversely related to the volume handled. Because the total volume of 
milk distributed in San Francisco has declined since 1927, several distributors 
are now handling less milk than they did in the earlier year. The decline in 
volume has been even more severe in the case of the wagon distributors. Store 
selling of milk has increased materially since 1929 and this has largely been at 
the expense of wagon distributors. Finally, the retail prices quoted as pre- 
vailing during several of the years since 1929 represented only the agreed price. 
Much milk wes sold at cut-rate prices. To the extent that this custom was 
prevalent at any time, distributors' margins were lower than those shown. 


Part of the increase in distributors' margins in San Francisco may be due 
to the peculiar relationship between prices paid to producers and retail prices 
(prices paid by consumers). Retail prices are usually changed a full cent at a 
time. If the full effect of this change is passed on to the producer it would 
wesult im @ change of 11.5 cents per pound of milk fat in the producers" price. 
Such a large increase or decrease may not be warranted by economic conditions 
at a particular time. However, if the change in producers' price is less than 
11.5 cents it would result in a decrease or increase in distributors! margins. 
For example, if the prevailing price to producers was 62 cents a pound of milk 
fat and an increase of 5 cents appeared justified, distributors would be forced 
either to operate on a reduced margin or increase retail prices one full cent. 
If retail prices were retained at their former level, the distributors’ margin 
would be reduced nearly 1/2 cent a quart. On the other hand, if retail prices 
were raised one cent the margin would be increased by more than 1/2 cent. 


It is important that this relationship between prices paid to producers 
and prices paid by consumers be kept in mind when determining prices to pro- 
ducers. ,. This is desirable even if the state or federal authority is not con- 
cerned with determining and enforcing retail prices. 


Producers of market milk have a direct interest in retail prices, for the 
level of these prices, to a considerable extent, determines the volume of milk 
that consumers as a whole will buy. As retail prices include the distributors' 
margin, producers are thus also directly concerned with the efficiency of the 
system of distribution and the level of distributors' margins. Stabilization of 
milk marketing from the producers' standpoint would seem to involve some con- 
Sideration of stabilization and improvement of distribution methods, and es- 
pecially of the peculiar relationship between retail prices and prices to pro- 
ducers. 


It would seem that the following method of determining prices paid to 
producers and prices paid by distributors would accomplish the purpose of re- 
lating producers' prices to retail prices: 


Prices paid by distributors for market milk would be changed 11.5 cents 
per pound of milk fat at a time. If economic conditions do not warrant a change 
of 11.5 cents in the price to producers, the balance between the 11.5 cents and 
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the justifiable increase (say 5 cents) would be paid into a stabilization or 
equalization fund. When a sufficient amount has been accumulated in this fund 
the price paid by distributors could be reduced 11.5 cents, with a one cent 
reduction in retail prices. The reduced price paid by distributors would be 
supplemented from the stabilization fund to meet the producers" price. Or let 
it be assumed that a further increase of 8 cents is warranted. This would make 
the combined increase equal to 13 cents (earlier increase of 5 cents plus fur- 
ther increase of 8 cents). The new price to producers would thus be 75 cents 

a pound of milk fat. The price (734 cents) paid by distributors would be un- 
changed. The additional 14 cents would be paid out of the stabilization fund. 


Example A: 


62 cents per pound of milk fat 
l2 cents per quart 
6.37 cents per quart 


i] 


Prevailing price to producers . 

CNet) ANCE) 6s seis: el a me 

DUS Ors: Mareen 5) ie wk 
Increase of 5 cents in producers’ 
price becomes justified. 


ueou 


New, peace vo producers: ji 65.35 296 5, = 6% Cents per pownd milk pat 
New price paid by distributors ... . = 73% cents per pound milk fat 
NEW Cua DRECE) ks foe eres 6 «os & LO Centis per. quart 


Stabilization fund gets 64 cents per pound milk fat. Distributors’ 
margin remains same as before. 


say 

After/six months sufficient funds have been accumulated in the 
stabilization fund to justify an1l1.5 cent reduction in prices paid by 
distributors and one cent in retail prices. 


Emice pad: by GdistribUvors: <4 6. + . «. = Ge Cents 

Plus 5 cents from Stabilization fund . = 5 cents 
EGOOUICEIISY PRIME Css Vie Me ile eal is 67 cents 
Ae itecaui ALE DIMMS 8010 3851! Mh hay Wales) a) dite vip iaey clad as 12 cents per quart 


Distributors’ margin unchanged and retail price reduced to le cents. 


Example B: 


Same as above except that after six months an increase in price 
to producers to 75 cents would become justified. 


Preece paid by distributors 4 ws « « « = Ts Cents 
Plus 14 cents from stabilization fund = 14 cents 
New) producers prlGe 4) hile sw 6-6 1) cenvs 


Retail price still 13 cents and distributors' margin remains un- 
changed. 
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This method takes into consideration the fact that frequent changes in 
retail prices are undesirable from a market standpoint. Distributors' margins 
remain unchanged. This is an important consideration, as every time producers’ 
prices are changed under present methods a dispute rages over distributors! 
margins. This method would not preclude a reduction in distributors" margins 
as a result of more efficient methods of processing and distribution. 
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